POOR LEGIBILITY

ONE OR MORE PAGES IN THIS DOCUMENT ARE DIFFICULT TO READ
DUE TO THE QUALITY OF THE ORIGINAL




B e ‘> L SFUND RECORDS CTR
( 3 2084077
. ARCHER® NORRIS
2033 North Main Street, Suite 800 CAUFORNIA OFFICES
PO Box 8035 walnut Creek
walnut Creek, CA 94596-3728 Richmond
925.930.6600 Ontario

925.930.6620 (Fax}

September 16, 2002 PETER W. McGaw

pmcgaw@archernorris.com

Thanne Cox

Assistant Regional Counsel

U.S. Environmental Protection Agency, Region IX
75 Hawthorne Street

San Francisco, CA 94105-3901

Re:  Omega Chemical Superfund Site
Whittier, California
OSVOG Settlement Discussions

Dear Ms. Cox:

We enclose for your consideration a copy of correspondence sent by OPOG to the
potential new under-50-ton PRPs. Since OPOPG has chosen to make its costs public, we feel we
can now provide you with more details regarding OSVOG’s participation at the site.

First, OSVOG members were part of OPOG through the ninth assessment, which
occurred on May 31, 1998. The only assessment in which OSVOG’s members did not participate
was the tenth assessment, which occurred on January 23, 2001, after we advised EPA that
OSVOG’s members had been involuntarily expelled from OPOG.

Second, you will see that OPOG is allowing new under-50-ton members to join OPOG
for a purely volumetric share of past costs, without any premium.! OPOG is also adjusting the
volumetric share of each member to reflect the revised total volume, including the volumes of
the new PRPs, as we suggested EPA should do. Under this formula, OSVOG’s share of actual
past cost would be just $209,000. OSVOG would be entitled to a credit of more than $125,000,
reflecting OSVOG’s volumetric share of more than $3.8 Million of additional work.

Finally, you will see that the total expenditures by OPOG to date are just $6.4 million.
This figure includes the approximately $4.4 million spent by OPOG (including OSVOG) under
the original UAOQ that concluded with the entry of the Consent Decree. You will also see that
OPOG has spent, at most, just $2 million on the Phase 1a Work, including reimbursement of
EPA’s past costs as provided for in the Consent Decree (to which OSVOG also contributed as

! Although there is an adjustment for the CPI, reflecting the time that has passed since the actual

assessments, this would not apply to OSVOG members, which had already paid their share of these past
assessments.

Archer Norris, A Professional Law Corporation s
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part of the ninth assessment). The Phase 1a Work, by EPA’s estimate, is approximately two-
thirds complete, suggesting the Phase 1a Work will cost in the neighborhood of $3 million, just
$1 million more than has been spent so far and far less than EPA’s $15 million estimate. This
information would seem to validate OSVOG’s position that determination of OSVOG’s
equitable share should be based on actual costs rather than on estimates.

Please let us know if EPA has any interest in reopening settlement discussions based on
this new information. We thank you for your continued courtesies.

Very truly yours,

ARC NORRIS

er W. McGaw
PWM:sea

Enclosure
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August 30, 2002

OMEGA CHEMICAL SITE

PRP ORGANIZED GROUP

CONFIDENTIAL SETTLEMENY OFFER

EXPLANATION OF OPOG'S OFFER
TONEWLY IDENTY IFIED 10-50 TON PART lES

This tdocument is intended to provide greater detail regarding the offer of the Omega
Cheraical Site PRP Organized Group (“OPOG™) 1o newly identificd parties contributing between
10 and 50 tons of waste to the Omega Chemical Superfund Site. Part I provides an explanation
of the offer. Part II provides hypothetical calculations for a party with a 10-ton waste volurae
and 2 party with a 50-1on wasts volume, respectively.

OPOG is providing this information to you now—before the September 17, 2002 meeting
at the Sheraton Gateway Hotel, Los Angeles Airport—so that you will bave time to review it and
10 frame any questions you may have before the meteting. To avoid unnccessary repetition and ro
betier cnable OPOG's represcntatives to respond 10 questions of general interest, we ask that you
transmit 10 Chuek McLaughiin (emelaugh@demaximis.com) any questions concerning the offer,
We will address questions received at the September 17 session. OPQG representatives will also

be available following the September 17 session and again on the mortning of September 18 o
address additional questions, '

1. STRUCTURE OF THE OFFER

OPOG’s offer to newly identified partics contributing between 10 and S0 1ons of wasts to
the Omega Site consists of rwo parts, addressing past costs and future costs, regpectively.

ast Costs: Fach ncwly identified party will be given a dollar amount

reflecting its share of the §6.4 million past costs (i.e., its share of all past OPOG assessments for
the Site). The past cost portion will be calculated as follows:

Newly identified Party's waste vojume = Paxty's volumetric
Adjusted Total Omegu Site waste volume‘

share

! The “Adjusted Total Grmega Site waste volume™ is a combination of the OPOG members’

waste volume and the waste volume attributed to the 104 new PRPs; it does not include wastc
_volwmes atiributed to the under 10-ton PRPs or the waste volume attributed to recalcitrants
- who have failed 10 sither join OPOG or settle with EPA.
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Party's volumetric share xz past asscssmnents = Party's dollar share
of past
assessments

A CPI multiplier will then be applied to account for the fime value of money from the

date of each assessment 1o January 15, 2003, the payment due date for newly ideptified partics,
That adjustment is calculated as follows:

Party's dollar gshare x CPI multiplier = CPI adjustment

CPI Adjustment + Party's dollar share = amount required to settle
past costs,

Note that for purposes of tha ssmple calculations, the CPI multipliet is based in part on
the July 2002 CPI uniy, which is the most recent available; the Janvary 2003 CPI unit will be
uscd 1w recalculate past costs at the time settlement payments are due. Similarly, the Adjusted
Total Omega Site waste volume may change depending on the results of any challenges to the
EPA recalculated volumes and/or the addition or deletion of parties to OPOG. Accordingly, the
samiple caleulations are for informative purposes ouly and are not o be relied on, as the final
dollar amounts will change based on these two variables, With this past cost payment, your
company will be “even” with OPOG members with respect to Sie expenscs.

Options for Addressing Future Costs: Newly idenrified parties contributing between
10 and 50 tons of waste may sclect one of the following three options for addressing future coses:

Option #1 - Join OPOG: A acwly identified party may cloct to join OPOG's Work Party
B members to “pay as you go” under the Partial Conscat Decree and for future regional
groundwater costs, if any. Group member allocations will be made in accordance with the
existing interim allocation scheme adopted for the Pariial Consent Decree. The allocation
scheme (e.g., the formula for calculating shares) from the Partial Consent Decree will be
adjusted to add in the volumes of naw OPOG members but, in all other respects, will be
unchanged. Paties that select this option will become signatories 1o the Omega Chemical Sive
PRP Group Parvcipation Agreement, a copy of which will be available to any newly identified
party that provides OPOG with an executed copy of the Omega Chemical Site Newly [dentified
Party Confidentiality Statement (the “Confidentiality Statement™).

Option #2 - 100% Cash-Out. A newly identified 10 to 50 ton party may clect to pay »
100% premium to cash-out its share of future, unassessed costs under the Partal Coasent Decree.
A party that selects this option will remain liable for its aflocated share of futwre regional
groundwater costs, if any. A party's 100% cash-out amount will be calculated as follows:

Party's volumetric share x §14.3 million x CPI multipHer x

o

2

Note: The 514.3 million figure reflects unassessed Paxtial Consent Decroe costs. The
cost of the rasponss actions requited by the Partinl Consent Doctee was estimated in 1999
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to be S1S million. For this cash-out offer, this amount is reduced by the smount of the
CD work thar has been slready nssessed but not yat paid by OPDG: $6.4 million from
OPOG assessments - $5.7 million {past costs under UAO 95-15 (55.3 million) and the
Panial Content Dacres ($400,000)] = & reduction of $704,000.

Nwwe: A CPl multiplier will be applied from November 1999, the date when cash-out
payments weré due for the existing Cash-Out Parties, to Jsnusry 15, 2003, the payment
due date for newly idenrified Cash-Oux Parties, The CP1 adjuriment is necessary o
oqualize ttie neve 100% Cash-Out Partles under this option with parties identified in 1995
that opted for the 100% Cash-Out two years ago,

Nege: The final multiplier accounts for the 100% premium.

Option #3 - 300% Cuask-Out; A newly identified 10 to 50 ton pany may elect to pay a
300% premium to cash-out its share of future, vnassessed costs under the Partial Consent Decres,
as well as its allocated share of future regional groundwater costs, if any, The party's 300%
cash-out amount will be calculaed as follows:

Party's volumetric shoxe x $14.3 million x CPFI multipler x
4

Note: As with the 100% casheout option discussed above, the CP adjustment is nocentary to
equalize the new 300% CusbeOut Parties under this option with parties identified [n 1998 that
opted for the 300% Cash-Out two yetrs 8g0. The finat multiplier accounts for the 300% premium.

Under cither the 100% or the 300% Cash-Owut Agreement, existing OPOG members
contributing over 100 tons of waste to the Omega Site (members of the “Wotk Party A Group™
agree 0 absgorb the Cash-Out Parties’ allocared waste volurse. Funds collected from all new
100% and 300% Cash-Out Parties will be deposited into the Work Party A escrow aceount for
the beneficial use of Work Party A members. The Work Party A members will then pay the
100% and 300% Cash-Out Patties® share of furure Site assessmenms for Partial Consent Decree
costs as these agsessments are made. Specifically, a serling 100% Cash-Out Party will be added
to the Partial Consent Decree and afforded contribution undex the CERCLA Statute for past costs
and Consent Decree work. A Settling 300% Cash-Out Party will be added to the Partial Consant
Decres and afforded contribution protection wader the CERCLA statute for past costs and CD
work, and future regional groundwater costs, if any, as these assessments are made. ‘The Work
Party A members will also indemnify the 300% Cash-Out Parties againat any liability for
regional groundwater contamination.

A copy of the Omega Chemical Site Under SO Tons Cash-Out Sculement Agrecment, as

amended, will be available to any newly identified party thet provides OPOG with an executed
copy of the enclosed Confidentiality Statement,
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Il SAMPLE CALCULATIONS

The examples below are provided (o illusirate the past cost payment calculation and the
three future cost assessment alternatives under two scenarios (2 10-ton party and a 50-ton party),

reflecting the outer ranges of OPOG's settlement offer to parties conmbutmg between 10 and 50
tons of waste to the Omega Site.

A.  10-Ton Party Hypothetical

|8 Past Costs: A newly idemified party that contributed 10 tons of waste
would be assessed $6,024.49 for its share of the $6.4 million in past OPOG asscssments for the
Sive. See Table A-1, attached, for the sample calculation. -

2. Future Coats:

Option I - Join OPOG: Futuse cost assessments will be made on a “pay
as you go” bosis under the existing allocation scheme as future costs are incurred. A party
choosing this option that contributing 10 tons of waste would be allocated approximately
0.08146% of future costs. Note that as with the past COst assessments, this percentage could

change as a result of partics successfully challenging the EPA recalculated volumes, and/or
additions or deletions to OPOG.

Option 2 ~ 100% Cask-Qut calculation: A party that contributed 10 tons
of waste that chooses the 100% cash-out option would be assessed & one-time payment of )
$24.929.94. See Table B-1, attached, for the sample calculation. Cambining this amount with

the party’s past cost amount, a 10-ton party opting for the 100% cash-owt plan would pay a total
of §30,954.43 to settle its case.

Option 3 - 300% Cask-Out calculation: A perty that contributed 10 tong
of waste that chooses tha 300% cash-out option would be assegsed a one-time payment of
$49,859.88. Sec Table B-2, attached, for the sample calculation. Combining this amount with

the party’s past cost amount, a 10-ton party opting for the 300% cash-out plan would pay a total
of 555,844.37 to senle itg case.

B. = S0-Ton Party Bypothetical

1. Past Costs: A newly idemified party that contributed 50 tons of waste
would be assessed $30,123.93 for its share of the $6.4 million in past OPOG assessments for the
Site. Secc Table A-2, attached, for the sample calculation.

2. Future Coats:

Option 1 - Join OPOG: Future cost assessments will be made on & “pay
asyou go” basis under the existing allocation scheme as futurc costs are incurred. A party
choosing this option that contributing 50 tans of waste would be allocated approximately
0.040732% of future costs. Nota that as with the past cost assessments, this percentage could
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change as a result of parties successfully challenging the EPA recaleulated volumes, and/or
additions or deletions to OPOG. _

Option 2 - 100% Cush-Out calculation; A pacty that contributed 50 tons
of waste that chooses the 100% cash-out option would be assessed a one-time paymentof
$124,649.70. Sec Table B-3, atached, for the sampie calculation. Combining this amount with

the party’s past cost smount, 8 S0-ton party opting, for the 100% cash-out plan would pay a total
of $154,733.63 10 setle its case.

Option 3 - 300% Cash-Out calculation: A party that contnibuted 50 tons
of waste that chooscs the 300% cash-out option would be assessed a one-time payment of
$249,299.40, See Table B-4, anached, for the sample caleulation. Combining this amount with

the party’s past cost amount, 4 50-ton party optmg for the 300% cash-out plan would pay a total
of $279,423.33 to scule its case. |
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TABLE A-2

Past Cgst Sample Calovlation (S0-Ton Parly)

Dollar Dollar Share Past Cost
Volumelric Share of Past X Share Adjusied
PastAssopsment Data Asssssed QEJ_Mumﬁiu Share (%) Assesament{t) CPIMulliolsr ~Jorinflation _
3. 8 52,300 1121188 203% 040732% $ 21203 § 43.24 ] 268.27
2§ 268,741 02/03/95 19.3% 040732% §& 117610 - § 22898 5  1,402.0%
3 S 1,267,182 05/19/95 18.3% 040732% § 516140 § 044,54 $ 610504
4§ 2,106,588 08/10/95 17.8% _ 040732% § BB47.47 S 1,582.80 3 1052877
5 §$ 360,561 111385 17.2% 040732% $ 146860 3 252.60 $ 172118
6 $ 218,500 015/08 18.7% 040732% $  889.0% § 139.73 $  1,02072
7. § - 67,600 11/30/06 13.5% 040732% $ 27535 8 3717 $ 21252
8 $ 245,689 01731197 13.2% 040732% $ 101830 § 134.42 $ 15271
9 S §90,523 05/31/98 M0.6% 040732% 3 403480 § 42767 $ 448227
10. $ 750,000 012301 2.8% 040732% § 305490 _§ 85.54 $ 214044
Subtotals $_2823044 8 3,884.49 $__30,123.92

Total § 30,123.03

1 Volumetric share for a 60-fon parly, based on site's total volume waste of 12,275.2 tons, is .[40732%.
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